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The Explanatory Memorandum does not form part of the Bill and
does not purport to be a legal interpretation.

Purposes of the Bill
The purposes of the Bill are:

(a) to amend the regulatory framework for the setting of
prudential requirements for credit unions,

(b) to amend the governance requirements for credit unions
including providing for the separation of the functions of the
management and board of directors of a credit union,

(c) to provide for the restructuring of credit unions, and

(d) to provide for a stabilisation mechanism for credit unions.

Provisions of the Bill
The Bill contains four Parts. The following paragraphs contain a

brief description and an outline of the principal reforms proposed in
each Part.

PART 1

PRELIMINARY

Section 1 Short title, construction and collective citation provides
for the short title and the collective citation of the Act.

Section 2 Commencement provides for the commencement of the
Act on such day or days as the Minister by order appoints. Different
days may be fixed for the commencement of different provisions of
the Act.

Section 3 Definition provides for the defining of the Principal Act
as the Credit Union Act 1997.

Section 4 Savers for regulatory actions of Bank provides that
certain actions undertaken by the Central Bank of Ireland (‘‘the
Bank’’) under a provision being amended, repealed or revoked by
the Bill before the commencement of the relevant amendments,
repeals and revocations in this Bill will continue to be valid following
the amendment, repeal or revocation.
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Section 5 Expenses provides that the expenses incurred by the
Minister in the administration of this Bill are to be paid out of
moneys provided by the Oireachtas to such extent as permitted by
the Minister for Public Expenditure and Reform.

PART 2

AMENDMENTS TO THE CREDIT UNION ACT 1997

This Part makes amendment to various sections of the Credit
Union Act 1997 in relation to governance and other requirements.

Section 6 Amendment of Section 2 of Principal Act amends section
2 of the Credit Union Act 1997 which provides definitions for various
terms used throughout the Credit Union Act 1997.

Section 7 Supplemental Provisions Relating to Registration, etc.,
under section 6 inserts a new provision into the Credit Union Act
1997 which provides the Bank with power to impose conditions on
the registration of societies as credit unions which are, in the opinion
of the Bank, necessary to protect the interests of the members of the
society seeking registration. This section provides for the amendment
or revocation of these conditions and the procedures to be adopted
when proposing to impose or amend conditions.

Section 8 Savings repeals section 27 of the Principal Act and
replaces it with a provision allowing credit unions to raise funds by
way of issuing shares to members or by accepting deposits. The Bank
may make regulations in relation to savings, limits on the amount of
savings or category of savings that a member can hold, the ratio of
deposits to shares that credit unions may hold and any other
requirement or limit that the Bank considers appropriate.
Regulations must be effective and proportionate with regard to the
nature, scale and complexity of credit unions of the category or
categories of credit union to which the regulations apply.

Section 9 Protection of Members’ Savings sets out standards which
credit unions must maintain to ensure the protection of its members’
savings and its adherence to requirements under financial services
legislation.

Section 10 Borrowing repeals section 33 of the Principal Act and
replaces it with a provision allowing credit unions to borrow money
and issue debentures. The Bank may make regulations setting the
limits to be applied to the total amount a credit union may borrow
and may provide for circumstances in which the Bank must be
notified of the intention of a credit union to borrow certain amounts
of money. Where, in the opinion of the Bank, it is necessary to
protect the members’ savings or in the interest of proper regulation
of credit unions, a credit union may be allowed to borrow money
above the limit imposed by regulations without having to comply
with the notice requirement where this is considered necessary. This
section also provides that a person who lends money to a credit union
or accepts security on that loan where that person knows that the
credit union is breaching its requirements, the debt and the security
will be unenforceable, but the transaction will still be valid.
Regulations made under this section must be effective and
proportionate with regard to the nature, scale and complexity of
credit unions or the category or categories of credit union to which
the regulations apply.

Section 11 Lending substitutes a new provision for section 35 of
the Principal Act and provides that credit unions can make loans to



members for such purposes as the credit union considers appropriate
with or without security. The ability of a loan applicant to repay is
to be the primary consideration when deciding on whether or not to
grant a loan.

This section requires credit unions to manage and control lending
to ensure that such lending does not involve undue risk to members’
savings taking into account the nature, scale, complexity and risk
profile of the credit union.

This section also provides for certain procedural issues in relation
to the making of loans:

• Loan applications must be provided in writing to the credit
union and should state the purpose for which the loan is sought;

• An officer shall not guarantee a loan unless the loan is for the
officer’s spouse, civil partner, child or parent;

• A credit union may also determine, subject to its rules, the
amount of loans (if any) that may be granted to non-qualifying
members.

The Bank may make regulations in relation to lending by credit
unions including the classes of lending a credit union may engage in,
limits on the amount of loans generally or classes of loans, limits
relating to large exposures of credit unions, limits on the
concentration of lending to any member or classes of members and
any other limit which the Bank considers appropriate.

The Bank also has the power, under this section, to make such
other regulations as it considers appropriate in relation to lending
practices, reporting loans to the Bank and the holding of provisions,
reserves or capital by a credit union.

Regulations made under this section must be effective and
proportionate with regard to the nature, scale and complexity of
credit unions or the category or categories of credit union to which
to regulations apply. Credit unions are also required to take
appropriate steps to ensure compliance with this section and any
requirement imposed under this section. A credit union may accept
a guarantee or a pledge of shares as security in addition to other
forms of security.

Section 12 Investments substitutes for section 43 of the Credit
Union Act 1997 a provision which outlines the overriding principles
to the management by a credit union of its investments, including
the need to avoid undue risk to members’ savings and the need to
consider the impact on the liquidity and financial position of the
credit union.

This section also provides that a credit union may invest any of its
funds, which are surplus to its operating requirements and are not
immediately required for the purposes of the credit union, in certain
investments as prescribed by the Bank as well as in other credit
unions or other societies registered under the Industrial and
Provident Societies Acts 1893 to 1978.

In prescribing appropriate investments under this section, the
Bank may also prescribe other matters including the classes and
quality of investments the credit union may invest in, the maximum
amount of a class of investments that may be invested in, the term
to maturity of a class of investments, the currency of a class of
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investments, limits for investment and any other matters that the
Bank may consider appropriate.

The Bank may also make regulations in relation to the distribution
policy for investment income. Regulations made under this section
must be effective and proportionate with regard to the nature, scale
and complexity of credit unions or the category or categories of
credit unions to which the regulations apply.

A credit union is required to keep any of its funds which are
surplus to its operating requirements in cash in the custody of the
officers of the credit union unless those funds are invested in
accordance with this section or are kept on current account or on
loan with a credit institution. A credit union which has funds on
current account or on loan to an institution which ceases to be a
financial institution is required to take certain steps to realise the
loan.

Section 13 Reserves provides that a credit union is required to
maintain adequate reserves having regard to the nature, scale,
complexity and risk profile of its business.

This section provides that the level of the regulatory reserve
requirement shall be prescribed by the Bank in regulations and that
those regulations may also make provision for related matters, such
as risk weightings and alternative reserve requirements for newly-
formed credit unions.

A credit union is also required to maintain reserves, in addition to
the regulatory reserve requirement, which are required in respect of
its operational risk. The Bank may prescribe the amount of reserves
to be held in respect of operational risks or the basis for calculating
those operational risk reserves.

A credit union which fails to meet any of its reserve requirements
under this section may be required by the Bank to transfer all or
part of its surplus to reserves and shall secure the approval of the
Bank before paying a dividend or loan interest rebate. Transitional
arrangements are also provided for in this section.

Section 14 Appeal against certain decisions of the Central Bank
amends section 52 of the Principal Act to provide for appeals against
certain decisions made by the Bank under that Act.

Section 15 Board of directors substitutes a new provision for
section 53 of the Principal Act. Under this section, a credit union is
required to have a board of directors which has responsibility for the
general control and management of the credit union.

The board of directors must be large enough and have sufficient
expertise to carry out its role. This section also sets out requirements
in relation to the composition of the board including the minimum
(7) and maximum (11) number of board members, as well as the
requirement to have an odd number of board members.

The directors of a credit union are required to have sufficient time
to devote to their role and the responsibilities associated with that
role. This section provides for the election of the first board of
directors from among the members of a credit union and that
subsequent vacancies shall be filled from among the members by
secret ballot at an annual general meeting.



The term of office of a director shall begin after the annual general
meeting at which he/she is elected and shall not extend past the third
subsequent annual general meeting. A retiring director shall be
eligible for re-election, subject to where otherwise provided in this
Act, any other applicable financial services legislation or in the
registered rules of the credit union. The number of directors whose
term of office expires at an annual general meeting shall be, as near
as possible, the same. Bodies corporate and persons not of full age
are prohibited from being a director of a credit union.

Certain persons are prohibited from becoming directors of the
credit union including employees or voluntary assistants, members
of the board oversight committee, a director of another credit union
and a number of other persons whose election as director would
cause a conflict of interest. Any person who is a director and
subsequently becomes one of the ‘non-eligible’ persons above must
resign as a director.

Each director is required to have the necessary levels of expertise,
experience, professionalism, personal qualities and probity in order
to carry out their duties effectively. Moreover, each director and the
board collectively are required to have relevant financial expertise,
qualifications and background, or may be required to undertake
training to understand the nature of the credit union’s business, their
individual and the board’s collective responsibilities and the financial
statements of the credit union.

An individual who has served for more than nine years in
aggregate in the previous fifteen years on either the board of
directors or the board oversight committee is ineligible for
appointment or election to either the board of directors or the board
oversight committee. For persons who are existing directors or
members of the board oversight committee at the time this section
commences, the nine year period of service commences on the date
this section commences. Directors are precluded from serving more
than three consecutive years in any one principal post and anyone
who has been the holder of a principal post shall not be eligible for
re-election to that post until one year has passed since it was last
held by that person.

The board of directors is permitted to appoint a member of the
credit union (including a former director) to be a director to fill a
casual vacancy, subject to the requirements in this Act and all other
applicable financial services legislation. A director appointed to fill
a casual vacancy shall hold office from the date of appointment until
the next annual general meeting or, if earlier, the next special general
meeting at which an election is held for directors. The secretary of a
credit union is required to notify the Bank and the board oversight
committee in writing, where s/he becomes aware that all of the
directors of the credit union intend to resign on the same date.

Section 16 Operation of the board of directors substitutes a new
provision for section 54 of the Credit Union Act 1997 which provides
for the operation of the board of directors including the meeting
requirements for the board of directors, requiring it to meet as often
as may be appropriate in order to fulfil its responsibilities effectively
and prudently. The board must hold at least ten meetings in any
year and that the interval between any two meetings of the board of
directors shall not be greater than six weeks. This section also
provides for the meeting to be chaired by the chair, the vice-chair,
in a manner prescribed by the Bank or in a manner provided for in
the rules of the credit union.
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The minutes of all meetings of the board of directors are required
to be kept by the secretary. A detailed agenda must also be prepared
for each meeting of the board of directors. All directors are required
to have adequate time to consider the agenda and board minutes of
the previous board meeting in advance of their being agreed at the
subsequent board meeting. Sufficient and clear supporting
information must also be circulated. Where an urgent matter arises
that is not included on the agenda, the board is not prevented from
discussing this matter and any such matter shall be recorded in the
minutes of the meeting.

This section provides that detailed minutes of all meetings of the
board of directors should be prepared and sets out the types of
information that should be contained therein. The minutes of board
meetings must contain sufficient detail to demonstrate the attention,
substance and outcome of discussions at board meetings. Those
minutes shall include all decisions, discussions, points for further
action, minority votes and dissensions.

The minutes should also record all discussions relating to conflicts
of interest, and any actions or decisions taken as a consequence of
such discussions. This section also provides that the minutes of each
board meeting must be agreed and approved, subject to any
qualifications and modifications, at the subsequent board meeting.

Under this section, the chair has responsibility to ensure that
adequate and proportionate time is given to all material relevant
matters for discussion by the allocation of time to agenda items at
board meetings.

All directors are required to attend each board of directors
meeting unless they are prevented from attending due to
circumstances beyond their control and the directors’ attendance is
to be recorded in the minutes of each meeting of the board of
directors.

Section 17 Functions of the board of directors substitutes a new
provision for section 55 of the Credit Union Act 1997 and sets out
the minimum list of functions that should apply to a board of
directors of a credit union, including setting the strategy for the
credit union, monitoring and reviewing the implementation of the
strategic plan and appointing the manager.

It also provides that the board of directors must ensure that one
person is not given unfettered control of the business of the credit
union and that no single person is responsible for making all of the
decisions of the credit union

Under this section, the board shall identify all significant risks and
mitigate them to an appropriate level through a risk management
process. The board of directors is also required to approve the
appointment of a compliance officer and a risk management officer.
Officers are required to have the necessary authority, experience and
expertise to discharge relevant functions within a credit union.

This section requires the board of directors to review its overall
performance, at least annually and to implement any necessary
changes and objectives. The board of directors shall set out in writing
a formal register of matters which require the board’s approval and
cannot be assigned to a person other than the board. Where the
board of directors assigns any matters, it will continue to have
responsibility for those assigned matters.



There is an obligation on the board of directors to review the
performance of the internal audit function at least annually. The
board also has a duty to update the internal audit charter and plan,
on issues identified in the review and ensure that those issues are
rectified.

Section 18 Chair of the board of directors inserts a new section 55A
after section 55 of the Credit Union Act 1997. Under this section,
the chair of the board of directors is elected by the directors from
among their number. It also sets out certain persons who are not
eligible to act as chair, prohibiting anyone who has been an employee
or acted in a management role in a credit union during the previous
five years.

This section also provides for the functions of the chair. Those
functions relate to the organisation and conduct of meetings of the
board of directors, including the composition and activities of the
nomination committee. The chair is also required to evaluate the
performance of each director on an annual basis, to ensure that
conflicts of interest are appropriately managed and to facilitate the
work of the board oversight committee.

This section prevents employees or persons who acted in any
management capacity at the credit union within the last five years
being eligible to be elected as chair of the credit union. The term of
office of the chair is for a period of one year and a chair is not
permitted to serve more than three consecutive terms in that
position. A chair will cease to be the chair if he or she ceases to be
a director at any time.

Section 19 Board committees inserts a new section 56A following
section 56 of the Principal Act. Under this section, the board of
directors may allow certain board functions to be carried out by sub-
committees that are comprised either entirely of directors or of a
majority of directors. Where the board assigns functions to a
committee under this section, it shall document the decision, the
terms of reference and procedures for monitoring the work of the
committee. The board of directors shall appoint members of each
committee.

The Bank may make regulations to require a credit union to set
up certain committees, namely the audit, risk and remuneration
committees, all the members of which shall be directors of the credit
union. A credit union that is not required by the Bank to set up
those committees may set up the committees voluntarily. This section
also provides that a credit union may set up such other committees
as it considers appropriate or as the Bank may prescribe.

The board of directors is required to ensure that there is an
appropriate balance on the committees so that the committee
members have sufficient skills and expertise to carry out their
functions. Those members may be required to undertake relevant
training where necessary. Committees established under this section
are expected to perform their functions in the manner that directors
carry out their functions as members of the board of directors.

The board of directors may decide to establish other committees
it deems appropriate or other committees as prescribed by the Bank.
No one director is allowed to exercise excessive influence or control
through membership of committees. Every year, each committee is
required to report to the board on its activities and deliberations.
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Section 20 Nomination Committee inserts a new section 56B into
the Credit Union Act 1997. This section provides that a credit union
shall establish a nomination committee of between three and five
members and that all members of the nomination committee will be
directors of the credit union.

The nomination committee has a number of responsibilities under
this section including identifying candidates, accepting nominations
and proposing candidates for membership of the board of directors.
The nomination committee is also responsible for ensuring that
credit union complies with any relevant statutory requirements under
the Central Bank Reform Act 2010. In addition, the nomination
committee is tasked with ensuring that there is an appropriate
succession plan in place and ensuring that limits around terms of
office are adhered to and documented. They are also tasked with
ensuring that all directors have the relevant training and induction,
and are aware of the time commitment expected of them.

All nominations for positions on the board of directors are
required to be channelled through the nomination committee. The
nomination committee is to receive nominations before the annual
general meeting at which an election is held for members of the
board of directors.

This section provides that the nomination committee shall, in
identifying candidates, consider the balance of skills on the board of
directors. The nomination committee will also have to consider any
potential conflict of interest that may result from potential
appointments, as well as any other matter which the Bank may
prescribe. Any potential conflicts of interest should be brought to the
attention of members at an annual general meeting. The nomination
committee will not propose persons who have a conflict of interest
where this conflict would have a significant impact on the overall
work of the board.

The nomination committee is required to perform an annual
review of the composition of the board and highlight any
deficiencies. The nomination committee shall also review and
document the rationale for the continued membership of a director
after a period of nine years and document the rationale for allowing
that person to continue.

Section 21 Manager of Credit Union inserts a new section 63A after
section 63 of the Principal Act. This section requires the board of
directors to appoint a manager to the credit union who will act as
the Chief Executive Officer and have responsibility for the executive
management of the operations, compliance and performance of the
credit union. This section sets out the functions of the manager and
the requirements a person must have to be a manager

Section 22 Credit Officer and Credit Control Officer substitutes a
new provision for section 65 of the Principal Act and gives the board
of directors the power to approve the appointment of a credit officer.
The board may assign certain functions to the credit officer including
the power to approve credit.

Section 23 Directors: suspension and removal by board oversight
committee substitutes a new section for section 66 of the Principal
Act providing for the suspension and removal of members of the
board of directors of a credit union by the board oversight
committee. No action shall be taken under this section without the
officer in question being given the opportunity to be heard by the
members of the board oversight committee.



Section 24 General Governance requirements inserts sections 66A,
66B and 66C after section 66 of the Principal Act. Section 66A
requires a credit union to employ certain governance arrangements
in order to ensure effective oversight of the credit union and to
review those arrangements at least annually. Those arrangements
should set out in writing the role, responsibilities and accountabilities
of the officers and the organisational structure of the credit union.
Section 66B provides for the adoption of remuneration policies and
procedures while section 66C requires credit unions to submit annual
compliance statements to the Bank.

Section 25 Conflicts of Interest substitutes a new provision for
section 69 of the Credit Union Act 1997 to ensure that conflicts of
interest are managed appropriately and to ensure that decisions
made by the credit union are in the interest of members and are not
influenced by any conflicts of interest. All officers of a credit union
are required to ensure that they act in a manner free from conflicts
at all times. An officer may not participate in the consideration or
discussion of any matter with which he or she, or a body with which
he or she is connected, has a pecuniary interest or another conflict
of interest.

Under this section, officers of a credit union have a responsibility
to disclose conflicts of interest between their own interests and the
interests of the credit union and to ensure that these conflicts do not
influence their decision making. A copy of any declaration or notice
of a conflict of interest must be kept on a register of conflicts of
interest.

Section 26 Additional Requirements for Credit Unions amends Part
IV of the Principal Act by inserting the following after section 76:

76A Strategic Plan requires the board of directors to cause to be
prepared a strategic plan that sets out the strategy and objectives of
the credit union. A credit union must ensure it has the resources,
both financial and non-financial to undertake the activities set out in
the strategic plan.

76B Risk Management Systems and Systems of Control requires a
credit union to develop and maintain a risk management system to
allow it to identify and manage risks to which it is, or may be,
exposed. A credit union is also required, under this section, to
develop and maintain systems of control in order to manage and
mitigate the risks identified by the risk management system. A credit
union must also develop and maintain a compliance programme in
order to evaluate its compliance with legal and regulatory
requirements.

76C Risk Management Officer requires that a risk management
officer must be appointed. Directors, members of the board oversight
committee, the auditor of the credit union and any other person that
the Bank may specify are not entitled to hold the position of risk
management officer. The risk management officer should have the
appropriate resources and experience in order to fulfil all
responsibilities which include managing any risk to the credit union
including risks to its employees, members, reputation and assets.

76D Compliance Officer requires the appointment of a compliance
officer who has the necessary authority, resources and experience to
fulfil that role. Directors, members of the board oversight committee,
the auditor of the credit union and any other person that the Bank
may specify are not entitled to hold the position of compliance
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officer. The compliance officer is to be independent and free from
influence in the exercise of his or her functions.

The compliance officer is responsible for managing compliance at
all levels in the credit union and is required to ensure that the credit
union is in compliance with its legal and regulatory requirements.

76E Operational Risk requires a credit union to identify the
operational risk to which it is exposed and to provide for
management and mitigation of that risk in the risk management
system.

76F Records Management requires a credit union to maintain
documents and records which enable the board of directors, board
committees, the nomination committee, officers, the board oversight
committee and the auditor to discharge their functions. The records
are required to be made in a timely, accurate and consistent manner
and to be produced when duly called upon either under this Act or
any other statutory obligation.

76G Information Systems requires a credit union to develop and
maintain secure and reliable information systems or to continue to
implement and maintain existing information systems.

76H Management Information requires a credit union to employ its
information systems to produce accurate and reliable management
information and reports on a consistent and timely basis. This
management information may be used by the board of directors and
management team to manage the credit union’s business, make
informed decisions and provide accurate information to the Bank.

76I Business Continuity Plan requires a credit union to put in place
a business continuity plan. The business continuity plan means
contingency arrangements are implemented to ensure business
continuity and to enable the credit union to meet all requirements
imposed on it if abnormal events arise.

76J Outsourcing provides that a credit union may, by agreement
in writing, enter into an arrangement whereby the business activities
of the credit union as specified in that agreement may be performed
by a service provider. A credit union must have a written agreement
with a service provider setting out the rights and obligations of both
the credit union and the service provider. This section sets out the
conditions which must form part of every written agreement entered
into by a credit union with a service provider including that the
service provider has the ability and legal authorisation to carry out
the activity. Where a credit union outsources activities, it remains
fully responsible for compliance with requirements under financial
services legislation.

A credit union has a duty to notify the Bank of any proposal to
outsource any material business activity or of any development
affecting the service provider’s ability to fulfil its obligations in
relation to a material business activity. The Central Bank may make
regulations in relation to the formalities to be involved in engaging
a service provider and arrangements for notifying the Bank.

76K Internal Audit requires the board of directors of a credit union
to appoint a person, known as the internal audit function, to provide
independent internal oversight and to evaluate and improve the
effectiveness of the credit union’s risk management, internal controls
and governance processes. This section also requires the internal
audit function to prepare an internal audit plan and to report the



results of its evaluations and its recommendations to the Internal
Audit Committee, or if no such committee exists, to the board of
directors.

Section 27 the Board Oversight Committee inserts Part IVA after
Part IV of the Credit Union Act 1997.

76L Board Oversight Committee requires every credit union to
appoint a board oversight committee composed of either three or
five members.

76M Functions of the Board Oversight Committee provides that the
board oversight committee will assess the performance of the board
of directors in relation to their obligations under the Principal Act
as amended by this Bill and any regulations made thereunder and
any other matter prescribed by the Bank.

76N Election of Board Oversight Committee provides for the
election of members of the board oversight committee, either during
the organisation meeting or a general meeting of the credit union. In
the case of a casual vacancy, the committee shall appoint a person
to fill the vacancy and that person will hold office until the next
general meeting of the credit union.

Where the secretary of the board oversight committee becomes
aware that all the members intend to resign on the same date, he/she
is required to provide the Bank and the board of directors with
written notice of that intention.

Certain specified persons are excluded from being appointed to
the board oversight committee under this section in order to avoid
conflicts of interest. A person who has served for more than 9 years
in the last 15 years either on the board oversight committee or the
board of directors is also precluded from being appointed or re-
appointed to the board oversight committee.

76O Board Oversight Committee: Procedural Provisions requires
the board oversight committee to hold meetings at least monthly and
to meet with the board of directors at least four times per year and
to keep minutes of every meeting. The board oversight committee is
required to submit to the board of directors within two weeks of a
meeting, a report assessing whether the board has complied with its
obligations under this Bill. The board oversight committee has the
right to attend all meeting of the board or committees of the credit
union. The board oversight committee may notify the Bank of any
concern it has regarding the board of director’s compliance with any
governance requirements and must report to the members at the
annual general meeting of the credit union.

76P Board Oversight Committee: Term of Office and Retirement
provides that the term of office of a member of the board oversight
committee must not extend beyond the third subsequent annual
general election after their election. A retiring member of the
committee will be eligible for re-election unless this Bill or other
legal requirement or the registered rules of the credit union
provide otherwise.

This section also provides for the retirement of members of the
board oversight committee.

76Q Skill Requirements and Training for Member of Board
Oversight Committee provides that members of the board oversight
committee must have the necessary knowledge skills and personal
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qualities to carry out their duties. Each member individually and the
board collectively must also have financial services expertise,
background and qualifications or may be required to undertake
training to ensure that they understand, at least, the nature of the
credit union’s business and related risks, their individual and
collective responsibilities as members of the committee and the
credit union’s financial statements.

76R Board Oversight Committee: Removal from Office provides
that a credit union may, at a special meeting called for that purpose,
remove a member of the board oversight committee by a majority
of members present and voting. The committee member concerned
is entitled to receive notice of a motion to remove him or her at least
21 days in advance of such a meeting. Any representations from the
officer concerned must be read out at the meeting.

76S Board Oversight Committee: Supplementary Provision requires
the secretary of a credit union to maintain a register of the members
of the board oversight committee. The secretary must notify the
Bank where the number of members of the board oversight
committee falls to less than half the number specified in the
registered rules.

This section also gives the board of directors the power to convene
a special general meeting to elect a board oversight committee,
where all the members of the board oversight committee intend to
resign, where all the members have been removed or suspended or
where there are no members of the board oversight committee.

Section 28 Special Resolutions provides where the chair declares
that a special resolution has been passed at a general meeting, that
declaration will be evidence of that fact until the contrary is proved.
Where a special resolution is passed, a copy of that resolution must
be signed by the chair of the meeting at which it was passed,
countersigned by the secretary and sent to the Bank within 21 days.

Section 29 Power of the Bank to make regulations relating to
prudential requirements, etc. inserts section 84A after section 84 of
the Principal Act which provides that the Bank has the power to
make regulations for the purposes of protecting the financial
interests of the members of the credit union and to ensure
compliance with requirements imposed under financial services
legislation. The Bank may make regulations prescribing oversight
policies, procedures, practices, systems, controls, expertise and
reporting arrangements which credit unions are required to maintain.

The Bank, before making any regulation under this Bill, shall
consult with the Minister, the Credit Union Advisory Committee and
with any other person or body which the Bank considers appropriate
to consult and must ensure that the regulations are effective and
proportionate having regard to nature, scale and complexity of the
credit unions to which the regulations apply.

Section 30 Liquidity and stress testing inserts section 85A after
section 85 of the Principal Act which provides that the Bank may
make regulations prescribing minimum liquidity requirements that
credit unions must comply with including conditions on the
application of the minimum liquidity requirements. Those
requirements may include the proportion of liquid assets to be held
by the credit union, the holding of liquid assets based on duration of
loans, maturity mismatches and liquid assets to be held as a
safeguard against stress conditions. This section also inserts section
85B into the Principal Act and provides the Bank with the power to



require a credit union to carry out stress tests in relation to liquidity
and to set the terms on the frequency and reporting arrangements in
respect of the stress tests.

Section 31 Bank’s power to require appointment of additional
director of credit union inserts section 95A after section 95 of the
Principal Act and provides that, the Bank may, following an
inspection under section 90 of the Credit Union Act 1997 or an
investigation under section 92 of that Act, require the nomination
committee of a credit union to nominate an additional director. Any
person nominated in these circumstances is subject to prior approval
by the Bank and shall be appointed either by being co-opted by the
board of directors or by election at a general meeting.

Section 32 Removal of auditor of credit unions by Bank amends
section 116 of the Credit Union Act 1997 regarding the procedure
for the removal of an auditor.

Section 33 General regulations by Bank provides that the Bank
may make regulations in relation to any matter that is to be
prescribed by the Bank under the Principal Act or this Bill.
Regulations may apply to credit unions generally or to a category or
categories of credit unions.

Section 34 Certain enactments not to apply to credit unions etc.
amends section 184 of the Credit Union Act 1997 to provide that
certain enactments do not apply to credit unions.

Section 35 Miscellaneous and consequential amendments to
Principal Act provides that the Credit Union Act 1997 is amended
as set out in the Schedule.

Section 36 Amendment of Schedule 2 to the Central Bank Act 1942
amends Schedule 2 of the Central Bank Act 1942 to include the
Credit Union Act 2012.

Section 37 Revocation of Statutory Instruments revokes a number
of Statutory Instruments.

PART 3

RESTRUCTURING

Preliminary and restructuring generally

The Principal Act is amended by inserting a new Part which
provides for the restructuring of credit unions.

Section 38 Interpretation defines certain terms used in this Part.

Section 39 Independence of Bank and its Governor not affected
provides that the independence of the Bank or the Governor is not
affected by anything in this Part.

Section 40 Minister and Bank to have regard to European Union
Law provides that the Minister and the Bank, in exercising their
functions under this Part, shall have regard to the laws of the
European Union and any guidance issued by the European
Commission.
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Credit Union Restructuring Board

Section 41 Establishment of Credit Union Restructuring Board
provides for the establishment of a body known as the Credit Union
Restructuring Board, to be referred to as ReBo, on a day appointed
by order by the Minister.

Section 42 Cessation of effect of this Part provides for the
dissolution of ReBo by Ministerial order. On the making of that
order, this Part will cease to have effect except in relation to any
incidental or supplementary provision included by the Minister in
that order. The Minister is required under this section to carry out
a review in order to determine whether ReBo has completed the
performance of its functions and may thus be dissolved.

Section 43 Restructuring functions of ReBo outlines the functions
of ReBo including developing provisional proposals and plans for
the restructuring of the credit union sector, assisting credit unions
in the preparation of restructuring plans, considering and assessing
restructuring plans submitted by credit unions, approving, approving
with conditions or rejecting those restructuring plans, advising the
Bank of its recommendations in respect of restructuring plans to the
Bank and, where necessary, making recommendations to the
Minister and overseeing the implementation of restructuring plans,
including the provision of post-restructuring support.

ReBo may also do anything which it considers necessary or
expedient to enable it to perform its functions including appointing
staff, organising meetings of ReBo and making arrangements with
any other person or body for the use by it of premises or equipment.

Under this section, the Minister may by order, with the consent of
the Minister for Public Expenditure and Reform, confer additional
functions on ReBo.

Section 44 Restructuring of credit unions provides that ReBo can
issue requirements directing the form that any restructuring plan
should take and setting out the contents to be included in such a
plan as well as any other aspect relating to the plan as it considers
appropriate. ReBo may also require a credit union or a group of
credit unions to submit additional information or to prepare an
analysis as ReBo deems relevant to enable it to properly carry out
its functions. Every restructuring plan is to include either a plan for
a transfer of engagements to another credit union(s), or for the
amalgamation of a number of credit unions. ReBo must consider any
restructuring plan put forward and either reject it or approve it, with
or without conditions. Where ReBo approves a restructuring plan it
will advise the Bank of this recommendation. Where funding is
required as part of the restructuring plan, this section provides that
ReBo will make a recommendation to the Minister for the provision
of funding support.

Section 45 Guidelines and directions provides that under this
section, ReBo is required, through consultation with the Bank and
the Minister, to develop guidelines for its operation which must be
approved by the Minister. The Minister may give a direction to ReBo
in relation to the provision of funding to support the achievement of
the purposes of this Part.

Section 46 ReBo levy gives ReBo the power to prescribe, by
regulations, a levy to be paid to it by credit unions in order to finance
the performance of its functions. ReBo also has the power to provide
for exemptions from the levy or to waive, remit or refund the levy.



The overall value of the levy charged per year is to be as near as
possible to half of the annual expenditure of ReBo in performing its
functions. ReBo may recover as a simple contract debt any amount
owing in respect of a levy charged under this section.

Before making regulations under this section, ReBo must consult
with the Minister and the Credit Union Advisory Committee and
may consult with any other body that the ReBo Board considers
appropriate.

Section 47 Collection of ReBo levy and amendment of section 61H
of the Central Bank Act 1942 provides that the levy will be collected
by ReBo or by the Bank where the appropriate arrangement has
been made under the Central Bank Act 1942. This section also
amends section 61H of the Central Bank Act 1942 by inserting ‘‘the
Credit Union Restructuring Board’’ in the definition of ‘‘prescribed
body’’.

Section 48 Advances by Minister to ReBo provides that the
Minister has the power, with the consent of the Minister for Public
Expenditure and Reform, to advance to ReBo such amounts as is
required for the performance of its functions.

Section 49 Membership of Board of ReBo provides that the
Minister may determine the number of members of the Board of
ReBo and those appointed to the Board shall be chosen by the
Minister and will be appointed for such period as the Minister thinks
fit. The Board will also include an employee of the Bank nominated
for such appointment by the Governor to be a non-voting member
of the Board of ReBo. The Minister shall determine the expenses
and remuneration to be paid to each member and shall nominate
one member of the Board to act as its chairperson.

Under this section, ReBo has the discretion to regulate its own
procedures and business and to hold such meetings as are necessary
for it to carry out its functions. ReBo must comply with codes of
practice and other documents issued by the Minister regarding the
governance of State bodies. The Minister has the power to remove
members of the Board of ReBo from office where the member is
incapable of performing the functions of the office, has committed
stated misbehaviour, has a conflict of interest or where the removal
is necessary for the effective functioning of the Board.

Section 50 Non-disclosure of information provides that persons
involved in ReBo, including anyone who is or was a member of the
Board, a member of staff, an auditor, an agent, a consultant, an
adviser or a Chief Executive shall not disclose confidential
information concerning a person or body which has come to that
person’s knowledge through their involvement with ReBo or any
matter concerning the functioning of ReBo.

ReBo may disclose confidential information to the Bank, the
Minister or to specific persons with the consent of the person to
whom the information relates or if the information was obtained
from another person, that other person. This section does not
preclude the sharing of information between ReBo and the Bank
where such information is required by the Bank for the performance
of its functions. Nor does this section preclude the disclosure of
information when required by law or where that information is
anonymised.

Section 51 Reports to the Minister provides that ReBo may make
such reports to the Minister on its performance as it thinks fit. It
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also provides that ReBo must provide such other information as the
Minister may require.

Section 52 Chief Executive Officer of ReBo provides that ReBo
will have a Chief Executive Officer appointed by the Board on the
recommendation of the Chief Executive of the Public Appointments
Service. The terms of appointment are to be determined by the
Minister with the consent of the Minister for Public Expenditure and
Reform or by the Board, subject to approval by the Minister with
the consent of the Minister for Public Expenditure and Reform. The
Chief Executive shall implement ReBo’s policies, manage its staff
and business and perform other functions as may be required or duly
authorised by the Board.

The Chief Executive will not be a member of the Board but may
attend meetings of the Board and will be responsible to the Board
for the performance of his or her functions. The Chief Executive will
also provide the Board with such information as it may require. The
Chief Executive must seek prior approval of the Board and the
Minister to hold any office or position in respect of which
remuneration is payable or carry on any business. The Chief
Executive may delegate his or her functions to a member of staff of
ReBo with the consent of the Board.

Section 53 Staff of ReBo provides that ReBo may appoint as many
members of staff and at such grades as it deems appropriate. ReBo
must obtain the approval of the Minister given with the consent of
the Minister for Public Expenditure and Reform before taking on
staff. The appointment of staff is to be on such terms as the Minister
determines, with the consent of the Minister for Public Expenditure
and Reform and is subject to the Public Service Management
(Recruitment and Appointments) Act 2004.

Section 54 Accounts and audit obliges the Chief Executive, with
the agreement of the Board, to submit income and expenditure
estimates to the Minister in such form as the Minister so requests
and to provide any further information as requested by the Minister
in relation to those estimates. The Chief Executive is also required
to keep proper account of monies received and spent by ReBo
including an income and expenditure account and a balance sheet.
This section also provides for the examination of accounts of ReBo
by a person appointed by the Minister and ReBo is required to pay
to the Minister such fee for this examination as the Minister may
determine.

The accounts of ReBo must be approved as soon as is practicable
but at the latest within three months of the last day of the period to
which the accounts relate, and must be submitted to the Comptroller
and Auditor General for audit. This section also requires that a copy
of the accounts and the report of the Comptroller and Auditor
General is presented to the members of ReBo Board and the
Minister as soon as is practicable. The Minister must also cause a
copy of the accounts and report to be laid before each House of
the Oireachtas.

Section 55 Contracted service providers gives ReBo the power to
engage any expert adviser or other service provider where ReBo
considers it necessary or expedient for the performance of its
functions.

Section 56 Disclosure of Information provides that a credit union
will not breach any duty of confidentiality where it discloses records
or information to ReBo, including personal information as defined



in the Data Protection Acts 1988 and 2003. This section also amends
section 33AK(5) of the Central Bank Act 1942 by inserting a new
paragraph (aja) after paragraph (aj).

Credit Union Fund and Credit Union Levy

Section 57 Credit Union Fund provides for the establishment of a
Credit Union Fund to provide a source of funding for the
restructuring of credit unions and stabilisation support in accordance
with Part 4. The Minister can contribute to the Credit Union Fund
from the Central Fund or the growing produce of the Central Fund
and the Minister can be reimbursed from the Credit Union Fund for
any money so advanced.

Under this section, the Minister may provide any financial support
which is required as part of a restructuring plan recommended by
ReBo, out of the Credit Union Fund to a credit union or group of
credit unions. This financial support will not be provided unless the
Minister is satisfied that the Bank has agreed to confirm the transfer
or amalgamation concerned or that the Bank has approved the
provision of stabilisation support.

Section 58 Keeping and audit of accounts of Credit Union Fund
obliges the Minister to ensure that accounts are kept in relation to
the Credit Union Fund which must be submitted to the Comptroller
and Auditor General. The Comptroller and Audit General is
required to audit the accounts of the Credit Union Fund and must
prepare a report on the annual accounts. The Comptroller and Audit
General must then submit this report along with the annual accounts
to the Minister who must then cause copies of the report and the
accounts to be laid before Dáil Éireann.

Section 59 Credit Union Levy obliges credit unions to contribute
to the Credit Union Fund in accordance with any regulations made
by the Minister which may prescribe the rate of contribution. Those
regulations may allow for different rates to be paid or different
methods of calculation of rates to be paid by different credit unions
or classes of credit unions. Before making regulations under this
section, the Minister must consult with and may provide a draft of
the proposed regulations to the Central Bank, the Credit Union
Advisory Committee, ReBo and any other body or person as the
Minister considers appropriate.

Section 60 Arrangements for collection of credit union levy provides
that the Bank or ReBo may enter into an arrangement with the
Minister in relation to the collection or payment of the credit union
levy by credit unions.

PART 4

STABILISATION

Section 61 Interpretation This section provides the definitions of
terms relevant to this Part including ‘‘costs’’, ‘‘regulatory reserve’’,
‘‘stabilisation support’’ and ‘‘stabilisation committee’’.

Section 62 Independence of the Bank and its Governor not affected
provides that the Bank retains all its statutory functions and any
obligations arising under EU treaties in relation to credit unions,
notwithstanding the provisions of this Part.

Section 63 Minister and Bank to have regard to European Law
provides that, in exercising their functions under this Part, the

17



18

Minister and the Bank will have regard to the laws of the European
Union and any relevant guidance issued by the European
Commission.

Section 64 Funding for Stabilisation Support prohibits the Bank
from approving the provision of stabilisation support unless the
Credit Union Fund contains funds for the provision of that support.

Section 65 Provision of stabilisation support provides that the Bank
may approve the provision of stabilisation support by the Minister
to a credit union which does not meet the minimum reserve
requirement provided the credit union concerned has reserves of
7.5% or higher, and is, in the opinion of the Bank, viable.

Stabilisation can only be provided to a credit union during the
restructuring process where ReBo has recommended to the Central
Bank that it be considered. Before it exercises its power to provide
support, having received a recommendation from ReBo the Bank
must be satisfied that the deficit in the regulatory reserve
requirement is due to an event that is unlikely to re-occur or is short-
term in nature. The Bank must also take into consideration a number
of factors including the extent of the credit union’s compliance with
its regulatory requirements, any actions taken by the credit union to
protect its regulatory reserve requirement and any other matter the
Bank considers relevant in the particular circumstances.

The Bank may approve the provision of stabilisation support
under this section on such terms as it considers appropriate including
changes to the governance or business of the credit union, a
requirement to procure financial or technical advice or a requirement
on the credit union to meet targets and prepare updates.

Where the Bank does approve the provision of stabilisation
support under this section, this is not to be construed as a warranty
of the credit union’s solvency or that it will meet its reserve
requirements.

Section 66 Costs of stabilisation and recoupment provides that the
costs of stabilisation support and any other support, financial or
otherwise, required as a condition of stabilisation support shall be
met from the Credit Union Fund. Any monies recouped from a
credit union in respect of support provided will be paid into the
Fund.

Section 67 Stabilisation Committee provides for the establishment
by the Minister of a body to be known as the Credit Union
Stabilisation Committee which will examine the implementation by
the Bank of its own requirements and procedures in relation to its
powers under this Part. Conclusions formed on foot of such an
examination by the Committee shall be forwarded to the Minister
for Finance and the Governor of the Central Bank.

This section also provides that the Stabilisation Committee is not
to impinge on the independence of the Bank in the performance of
its functions. The make-up of the Committee is provided for in terms
of number of members, period of appointment and their background.
This section also provides for the nomination by the Minister of one
of the members as Chair of the Committee.



Section 68 Expenses of the Bank under this Part provides that the
expenses incurred by the Bank in performing its functions under this
Part shall be paid out of the Credit Union Fund.

Department of Finance,
September, 2012.
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